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IN THE wATTER OF 
THE GAS RESOURCES PRESERVATION ACT 
~ and - 
IN THE MATTER OF 
WESTCOAST TRANSMISSION COMPANY LIMITED 
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TRANS-CANADA PIPE LINES LIMITED 
APPLICANTS 
SUMMARY FILED ON BHHALF OF THE 
CITY OF CALGARY RESPECTING THE 
EXrORT OF NATURAL GAS FROM THE 
FROVINGE OF ALBERTA 
The disposition of the present applications to export Alberta's 
natural gas raises what is probably the most important problem which 
has presented itself for decision since the formation of this Province, 
The people of this Province see vast quantities of natural gas 
being produced, as it were, at their very doorstep. They therefore 
feel that this gas is part of their heritage and that they are en- 
titled to it in priority to people living elsewhere and at a lower 
price than it costs elsewhere. This is a reasonable assumption be- 
cause no doubt the people of California are able to get fruit and 
vegetables at prices less than the people of this Province pay and 
the people of Brazil get cheaper coffee, just to pick out two examples. 
The oil and gas producers in this Prevince are in the main sub- 
sidiaries of United States corporations and any substantial increase 
in the price of oil or gas results in profits which find their way, 
at least in a great measure, back to the parent cempanies. This is 


an economic result from the fact that it is largely these corporations 


which have developed our resources. 
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At the present time three large transmission pipe line projects 
are seeking to take Alberta gas to distant places. Westcoast Trans- 
mission Company Limited (herein referred to as "Westcoast") wishes to 
take the gas to Los Angeles and southern California with some minor 
deliveries in eastern British Columbia, Alberta and Southern Gas 
Company Limited (herein referred to as "Alberta and Southern") wishes 
to take the gas to San Francisco, and Trans-Canada Pipe Lines Limited 
(herein referred to as 'Trans-Canada") wishes to take the gas and sell 
it across Canada and also the Mid Western United States. 

It is a well known fact that where a large transmission line 
passes through a territory that it creates a monopoly for the taking 
of all gas in its vicinity since it is uneconomical to deliver such 
gas to a more distant purchaser. 

This monopolizing of certain territories has resulted in a necess- 
ity for the control of long distance transmission lines. In the United 
States both the purchase price and sale price as well as all other 
factors relative to such transmission lines come under the control of 
the Federal Power Commission. 

However, it should be observed that ail of the petroleum and 
natural gas leases issued by the Crown in Alberta in the last ten years 
have an express provision in them that the lessee will at all times 
comply with The Gas Resources Preseryation Act and the provisions of 
the regulations of the Province are deemed to be incorporated in them, 
Such leases further provide that the natural gas would not be used, 


delivered or sold outside the Province without the consent of the 
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Lieutenant Governor in Council. Similar provisions are also con- 
tained in all gas leases issued since 1951. Thus both by statute and 
by the leases themselves which are issued by the Crown. the export of 
gas is controlled in this Province. 

The competition of these 3 great pipe line projects ras already 
raised the price of gas at the well head from 10 3/4 cents when Trans- 
Canada first started to operate, to over 18 cents with periodic 
escalation provisions tnereafter. The Province has been flooded with 
propaganda issued by the proposed exporters by which local public 
opinion is sought to be lulled into the belief tnat the people of this 
Province are taking no risk in permitting the exvort of the large 
quantities of gas to be so exported and that there are vast quantities 
of gas sufficient to satisfy the local as well as the export require- 
ments of the enormous populations such proposed exporters seek to 
serve. 

It is the purpose of this summary to show that if the requirements 
of this Province and the rest of Canada are met there is no substantial 
surplus for export elsewhere. 

Natural gas is not reproductive in character. 

In this respect it differs from water power which results from 
constant creation. It follows that if any mistake is made with regard 
to the calculation of reserves or future recovery there is no way that 
such a mistake may be rectified, Therefore, before any permission for 
export is granted the Board mist be satisfied beyond all reasonable 
doubt that the position of the consumers of this Province, both 


domestic and industrial, will not suffer. 
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By statute this Board may not grant a permit for export unless: 

(a) It is in the public interest; 

(b) It has regard to the present and future needs of persons 
within the Province, and 

(c) The established reserves, and 

(d) The trends of growth and discovery. 

(e) The exporter must offer gas at a fair price to local 


consumers, 


Bach one of these obligations must be fulfilled, The Board is 
not given any leeway to take any chances. It must be certain, It 
is surely not in the public interest of the people of this Province 
if the export of gas in any way places the consumers of this Province 
in any worse position than if the export was net permitted. It would 
seem to be certain that if no export was permitted Alberta consumers 
would still be getting gas at the previous well head price and the 
cost to consumers would only have been increased by the increased 
cost of labor and materials for gathering and distribution and for 
the operation of the utility companies, 

While both Westcoast and Alberta and Southern purport to do lip 
service to the idea that Alberta consumers come first, their schemes 
onlv suvrlv Alberta consumers proportionately with themselves while 
they are exhausting the fields which logically should supply the two 
utility companies. Therefore the two utility companies will be forced 
to share in more distant fields where gas is perforce more expensive. 
Neither export project has shown that any firm market exists for the 


vast quantities of sulphur and the lighter fractions - “thane. hutane, 
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propane, etc., which will be produced, This waste will be just as 
great an economic loss as the loss which was sustained by the flaring 
of gas. 

In addition there is the very serious problem as to the markets 
for Alberta oil which will be displaced by the use of natural gas. 
This seems to be a vicious circle, The production of oil and the 
other lighter fractions entails the production of gas and vice versa. 
All these substances must have satisfactory markets simultaneously. 

It is now proposed to consider the estimates of reserves to see 
if either Westcoast or Alberta and Southern have sufficient reserves 
to justify an export permit. 

Westcoast Hstimated Reserves 


Royal Commission Westcoast Ex.26 
on Energy 


Board!s Staff Alberta Southern 
Hearing 
Savanna Creek 550.0 BOF 790.0 BOF 
Calgary Dovonian (Webamun) $2050) 600.0 (estimated) 
Wimbourne Leo. o 359.0 
997960 1749.0 


The permit requirement of Westcoast is 1300 billion cubic feet. 

Taking the Board's estimates, which it is submitted are the more 
realistic, it is obvious that Westcoast has not sufficient reserves to 
justify the granting of a permit for the amount of gas it desires to 


export. 
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Alberta_and Southern Gas Company Limited 
The reserves which this company desire to draw on are to be found 
detailed in Exhibit 13, Vol. IV A Revised, dated 17th March, 1958, 


Page 5. The following is a statement of these estimated reserves: 


Estimated Reserves Board's Staff Alberta and Southern 
R. E. Davis 
BOF BCF 
Crossfield 150.0 Lats} 
South Westerose 1000.0 15300,0 
Home Glen -— Rimby 150.0 HBOS 
Lobstick not given 102.0 
Lovett River Toe 261.0 
Buck Lake 100.0 268.5 
Olds 60,0 2054) 
Paddle River 17.0 66.4 
Panther River not given 240.0 
Pembina 4,00.0 302.2 
Pine Coulee 15.0 ae 
Pine Creek 200.0 370,0 
Sarcee 1500 ae 
Stolberg 45.0 lie 
Waterton - 
Castle River 700.0 971.0 
Windfall 320.0 304.8 
2377.0 53904 


The permit requirement of Alberta and Southern is 4200 3BCF. 
It is submitted that having regard to the Board's Staff estimate 
of reserves Alberta and Southern has not sufficient reserves to meet 


its requirements of 4200 BCF. 


TRENDS OF GROWTH 
But it is stated that the foregoing figures do not allow for trends 
of growth and it is now proposed to examine this problem, In consider- 


ing this we mst examine the marketable gas reserves and market re- 


Piha ‘\ é F ur Wy th , ba Ue ha 


ae Leesa: Bul kod ele ga haat beg wohl a iy 7 a hig 


on * . ; ‘ < ih 
; fone ‘ ; Rim, 
1 » ht 
j bee oy i en . . | eee 7 < i? ry sige i 
. i ge ae NERO. Ri ce at ao ae wef yy fl a Sy me id a ae 


yn m } ! ‘ ae r of 
aN ar eeu aay oak akhee eect  plaiiolatiacle alt se 


u) a a Nes! SF rept © 
| r 
: 1 od 
; . in F ¥ il ", » 
. ‘ { 
} iM ‘ \ 4 
; r j ; 
o.. \ { J } Py i i 
! ipe deus Wak ps A ] wee iat ot Drnaenyt 
. : Tr ete f pe ee ten. Lid i : Thal a ; 
h, ' ) ae DL Meal ba i 2 A Mase ha ope at) Sy hak er 
oat ¢ . Ne Soil ol . PAL NAL! eed ‘ A 
if! } ote . in j 
! \ aaa | ! , } a diet de 
a f ' ioe . | oie 
Ly i i i wat $ i riage ve r \ yak | 
iu ’ ~~ . 
. i 
iM a { aay wath me pay oe ‘ 
i ‘ : | ¢ pee! 
} ; ’ © 2 HM \ is f Peul ' 1 
aes i Mah oad at ; i yD ee 
Ho j i i 4 ’ 7 i 
‘a ‘ bit 4 Pass (ir ‘ 
J is é A i Dat MaRS te neh i Hany 
i! oy yleksi Ae 
/ rh Py al teew : 
ae uta, x 
| ae te x 
oat gy 7 : reat , 
nr ) Me f (le) ual 
' i I , a! poe a 
ie br toate aT " att a 
y 5 ahi SA oy 
4 ah go eM hes tt 
rR i 1 Oe 
1 ho Ved 
‘ it 


ome Ih al ms 


; ; ) 
1 ety > Ske 
| an 4 ted EN hj Cake dn an 
Tye OS ape 8 fet 
Or es he me . 


ear ee ee me ot oe emmanuel tee Se ee en sal al i 9 
yen By : i } 
eat i 
I A ‘ ; 
aii (i chk gl ec i *) #\ "f, 7 , 
i , i AP ge i i? \ r 
om | f 4 SA f hina | ial ‘ile’ 


rigs . eee Od ae 4 Cees spent Ok 


ay, * itt ea 4 % hig 4 

AA, ie mie 4 . ee 1 ; a | 

til ithinn Yb why Soe, sae op, dager attic. heat + bani a at 
' at | aun : i , 4 ; é vo fF i 
proepiniat | tel aN sd tan tin de Pa 


ck ee 


quirements for the two local utilities namely, Northwestern Utilities 
Limited and Canadian Western Natural Gas Company Limited and the 
Canadian requirement of Trans-Canada. 

It is submitted sufficient reserves must be available for Alberta 
and Canada before export to United States is permitted. 

There are trends in two factors which must be considered, 

First, the trend in discovery of new reserves in Alberta; and secondly, 
the trend of the growth of the Canadian Market dependent upon those 
reserves. 

The ten year period from lst January, 1948, to 3lst December, 1957, 
was a period of maximum discovery of reserves in Alberta. 

The Oil and Gas Conservation Board, in its submission to the Royal 
Commission on Energy, shows in column 8 of Table M 3 of Appendix M 
that the initial disposable reserves up to the end of the year 1947 
amounted to 5888 BCF. At the 3lst December 1957, the corresponding 
figure amounted to 22,327 BCF, The difference amounted to 16,439 BCF, 
or an average discovery rate of 1640 BCF per year. 

R. E. Davis, on Pagesl0 and 11 Table 111 Revised of Volume IV D 
Revised, shows a comparable calculation, Up to the end of the year 
1947 Mr. Davis: figure was 5,790 BCF; and at the end of the year 1957 
his figure was 24,321 BCF. The difference amounted to 18.531 BOF, or 
an average annual discovery rate of 1850 BCF. 

Alberta and Southern in Exhibit 20, page 949 submitted a fore- 
cast of changes, year by year, in Canadian Reserves of disposable 
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is given at 1800 BCF a year up to the year 1967, when a decline is 
shown which was continued until the year 1987, when the annual dis- 
covery was estimated at 600 BCF. 

The City of Calgary submitted a paper by Warren Davis of Gulf 
Oil Company as Exhibit 43, page 1019 of the Westcoast Transmission 
Company Limited hearing. This paper indicated that by the year 1967 
the discovery rate for both Oil and Gas in the United States would 
reach a peak, and thereafter decline, due in part to the high cost of 
development, This paper has a significant application to the dis- 
covery rate of natural gas along the foothill belt of Alberta, where 
drilling costs are exceptionally high; and where the marketable natural 
gas may approximate 50% of the production from wells such as those at 
Waterton - Castle River, Panther and 75% at Pincher Creek and Savanna 
Creek. The disposal of the by-products such as sulphur, without 
economic waste, is a problem which has yet to be solved. 

The price of gas at the well head is an important factor in the 
trend of new discoveries, but volume of sales are of more importance. 
EBastern Canada would provide a market for approximately 4.5 ‘tines 
that of the San Francisco area. The price might be lower at the well 
head for methane by around 10% to 15% but it is possible that Trans- 
Canada could provide a market for ethane, propane, and butanes, some- 
thing which could not be done by the Alberta and Southern. From Mr. 
Warren Davis' article and from the evidence of the Consolidated Mining 
and Smelting Company (Exhibit 19 in the Alberta and Southern hearing) 


too high a well head price would mean a drop in yolume of sales to 
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industrial consumers who would go to alternate fuels. The end result 
would be detrimental to producers, domestic and commercial consumers 
of Alberta and Canada and most unfortunate for the Province of Alberta 
as the revenue from gas development would not grow, but decline. 

The trend of the market for natural gas within Canada is more 
difficult to analyse but sufficient data is now available from North- 
western Utilities, Canadian Western, and Trans-Canada, all of which 
are dependent upon wibeees reserves. There are other consumers draw- 
ing gas from the Alberta reserves such as Westcoast Transmission in 
the Peace River area; Saskatchewan Power Commission from the area 
east of Medicine Hat; Montana Power Company from the southeast portion 
of the Province and a number of local utilities such as Medicine Hat, 
Hanna, Drumheller, Stettler, Leduc, Westlock, Hinton, Athabasca, Cold 
Lake and many smaller ones. 

From Exhibit 24 of Canadian Western in the Westcoast hearing, 
Northwestern Utilities would use 55.0 BCF and Canadian Western 40.7 
BCF in the year 1959. 

From Exhibit 47, page 1136, in the Westcoast hearing present and 
potential Canadian export natural gas markets of Trans-Canada, on the 
page marked Exhibit 6, projected annual gas sales by Trans-Canada to 
Canadian markets. The lst November 1958 to 31st October 1959 reqire- 
ment amounted to 92.4 BCF. The total for the three utilities, North- 
western Utilities, Canadian Western and Trans-Canada would amount to 
55.0 plus 40.7 plus 92.4, a total of 188.1 BCF, approximately, for the 


year 1959. 
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By 1969 the same three companies would require 101.6 plus 68.7 
plusvii...S&, a total of 615.1. BCr, 

By 1979 the same market would absorb 135.0 plus 94.4 plus 859.3, 
a total of 1088.7 BCF. 

From Table I, Exhibit 20 of the Alberta and Southern it will be 
noted that the projected discovery rate for Alberta would be 1330 
BCF by 1979. 

By 1989 consumption for Northwestern Utilities is estimated at 
162.2 BCF, Canadian Western at 117.6 BCF, and Trans-Canada's 
Canadian requirement is given as 1,210.7 BCF. The total 1490.5 BCF 
is far above the discovery rate of 600 BCF given for 1986 in Exhibit 
20, Table I of the Alberta and Southern, 

It is necessary to consider if Alberta has sufficient gas to 
supply the needs of the Province and the needs of Canada for a thirty 
year period, 

By 1988 the two utilities, Northwestern and Canadian Western will 
have used 3461 and 2424 BCF and Trans-Canada 18,753 BCF, a total of 
24,638 BCF. There is about 21,000 BCF of disposable gas reserves 
available in the Province of Alberta as of lst January 1958, Of this 
amount some 2,000 BCF cubic feet have been dedicated to Medicine Hat, 
Saskatchewan Power Commission, Montana Power Company and Westcoast 
Transmission Company Limited, as well as to small communities in the 
Province. About another 1,000 BCF is classed as beyond economic reach 
of a pipe line, or too small to connect to a pipe line, There are 


another 3,000 billion cubic feet which my or may not be commercially 
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productive. Fields like the Wabamun member of Devonian at Calgary, 
Okotoks, and Irricana, which have a 35% sulphur dioxide content, 
depend upon sale of sulphur for revenue to carry cost of production 
and treating plants. Other fields in this class are Waterton - 
Castle River, Windfall, Pine Creek and Panther River. 

The remaining reserve of 15,000 BCF will in the future be in- 
creased by new discoveries. These discoveries should follow the 
trend of the past few years with the largest percentage of new dis- 
coveries containing a high acid gas content, particularly hydrogen 
sulphide, 

The reserve requirement would be adequate for Canadian needs for 
ten years, provided the discoveries were all gas fieids that could be 
used, that is, they were nov gas cap gas associated with the conserva- 
tion of crude oil and would not necessitate wastage of large amounts 
of ethane, propane, or butanes, or large amounts of sulphur, and also 
providing that the volume of raw gas produced per well was sufficient 
to permit enough marketable gas to be processed and sold, to pay the 
producer a profit. 

The history of discoveries in the past five years has not been 
encouraging with regard to sulphur. There is not a market for 
between 1,400,000 and 2,000,000 long tons of sulphur a year at this 
date. Further discoveries of fields with a high hydrogen sulphide 
content along the foothills of Alberta, which add to the sulphur pro- 
duction, would present an even more difficult sulphur marketing 


problem. 
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Once the discovery rate begins to fall and that is suggested 
in Exhibit 20 of Alberta and Southern by the year 1967, there is 
no doubt that the margin between adequate disposable reserves and 
market requirement will close very rapidly as the market requirement 
is steadily increasing, as shown in Exhibit 24 of the Canadian 
Western, Exhibit 17 of the City of Calgary, and by Exhibit 47 of 
Trans-Canada, page 1136 of the transcript in the Westcoast hearing. 

The exhibits mentioned above indicate that the peak load 
deliverability will reach 5,219.5 MMCF a day in the year 1988. 

This figure has been arrived at by extending Exhibit 24 from 1986 
to 1988 and by taking the figure of 3,496.5 MMCF from table named 
Exhibit 7 in the Trans-Canada Pipe Lines Limited Exhibit 47. The 
respective figures for peak load are Northwestern Utilities 981.0 
MMCF per day, Canadian Western 742 MMCF a day, plus 3496.5 MMOF for 
Trans-Canada, a total of 5,219.5 MMCF a day for the year 1988. 

It is of interest to note that Alberta and Southern propose a 
reserve of 5,390.1 BCF to deliver 450 MMCF a day over a period of 
twenty-five years. This is a reserve of 1197 billion cubic feet 
of reserves for each 100 MMCF a day of deliverability, The Westcoast 
Transmission Company propose a peak load of 200 MMCF a day from a 
reserve estimated by Westcoast at 1800 BCF or 100 MMCF per day of 
peak deliverability for each 900 BCF of reserves. This peak load 
demand was based on operating load factor of over 85%, largely due 
to the high sulphur content of the reserves. 


The question of how much reserve of natural gas must be in the 
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ground ready to produce, which means fully proven reserves with 
wells gathering lines, treating plants and transmission lines con- 
nected by the year 1988, is a matter of judgment. All associated 
gas connected with oil production would have to be deducted. All 
dedicated markets, such as local markets in Alberta, Medicine Hat 
is an example, would have to be deducted. Allowance would have to 
be made for all storage fields in Alberta, which would reduce the 
amount of reserves required. The load factor of the market must be 
considered. 

In line with evidence presented in Exhibit 17 of City of Calgary 
Carbon hearing, Canadian Western would require an additional 330 
MMCF a day for peak load by 1988. Northwestern Utilities Limited, 
it is estimated, would require 500 MMCF a day after all storage 
fields were deducted and Trans-Canada would require the full amount 
of 3,496.5 MCF, This figure could be much higher if the Quebec and 
Montreal extension market is added. On the basis set out the total 
peak day demand of marketable gas would certainly not be less than 
4,326 MMCF per day by 1988. 

On the basis of 1000 BCF of reserves for every 100 MMCF of 
peak day demand the reserve in the ground to supply Alberta and the 
peak day demand in Saskatchewan, Manitoba and Eastern Canada would 
amount to 43,260 BCF of marketable gas. 

How much disposable gas must then be discovered in Alberta to 
provide deliverability and supply the needs of the Province of 


Alberta and of Canada in the next thirty years? 
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It has been noted that some 15,000 BCF is available for 
Northwestern Utilities, Canadian Western and Trans-Canada in 1958. 
These three utilities, it is estimated, will use 24,638 BCF by the 
year 1968. The total quantity of disposable gas ready for market 
to be discovered must therefore be 24,638 plus 43,260 less 15,000, 
or 52,898 BCF. On an annual basis this amounts to an annual dis- 
covery of marketable gas of 1,763 BCF, on the average for thirty 
years. This is much higher than the discovery rate of 1,485 BCF 
projected by Alberta and Southern in Exhibit 20, Table I, page 949 
of transcript dated 26th March, 1958, It is also higher than the 
average discovery rate of 1,640 BCF per year for the past ten years 
shown in data submitted to the Royal Commission on Energy by the 
Staff of the Board. 

All the evidence available indicates that the rate of dis- 
covery in Alberta will decline during the next thirty years. 

It must be concluded therefore that any export of gas to the 
United States must be taken from reserves needed for markets in 
Canada or to deliver that gas to markets in Alberta or Canada by 
1988. It is submitted that Alberta consumers must be protected as 
to future supplies and deliverability and that after Alberta the 
needs of Canada must come before the market demands of consumers in 


the United States, 
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Marketable Reserves which are now available to 
Canadian Western System 


Natural gas reserves available for consumers in southern 
Alberta as of lst January, 1958, have been estimated as follows: 


(All measurements in billions of cubic feet BCF at 14.4 psia and 


60°F ) 

Royal Comm. Alta. South. Westcoast 

on Energy Hearing Exh.13 Hearing Exh,38 

Board's Staff Eevised Revised, Exh,42 
Turner Valley euoee Cotart). 272.0 Mavis) 340.0 (City) 
Jumping Pound 518.0 (Staff) 505.8 (Davis) 517 010i ty) 
Bow Island and S70" Statr 32.0 (Davis) Bet (OLY) 

Foremost 

Carbon 203.0 (Staff) 206.6 (Davis) 206.0 (City) 

1098.0 TOl6—i. 1095.0 


Tt should be noted in explanation of the above that 75% of 
the Carbon reserve should be deducted if it is used as a cushion 
for storage gas, and all of the reserves in Bow Island and Foremost 
storage fields. 

It should be further noted that the availability of the reserves 
and the price now being paid per MCF is as follows: 
Turner Valley: Order No. 43 dated 11th September, 1948, of the 

Natural Gas Utilities Board, fixing a price of 


10.75¢ per standard MCF from Turner Valley. 
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Jumping Pound: Contract Alberta and Southern Exhibit be- 
tween Canadian Western Natural Gas Co. Ltd. 
and Shell Oil Co. Ltd., dated lst January, 
1954, and amended 22nd November, 1956, 
fixing a price of 10.75¢ per MCF and quanti- 


ties to be delivered up to 14th May, 1962. 


Bow Island 

Foremost: Purchase contracts and leases to Canadian 
Western Natural Gas Co. Lid, 

Carbon: Under consideratien by Oil and Gas Conservation 


Board. 


Additional gas fields have been discovered close to Calgary. 
Some fields such as Sundre, Harmattan, Westward Ho, and Crossfield 
are associated with crude oil. Production of gas cap gas will 
therefore be delayed until the oil has been produced. Other fields 
such as Okotoks, Calgary,Wimbourne and Irricana produce gas frem 
the Wabamun member of the Devonian, which contains a very high 
percentage - around 35% - of hydrogen sulphide gas. 

If the sulphur cannot be sold at a profit these fields must 
be considered noncommercial at this date. The wells from Wabamun 
are small on the average. The cost of the average well is over 
$260,000.00. Because of hydrate formation they are one-horizon 
wells, and the cost of production is high. Consumers of gas in 


Southern Alberta cannot rely upon a gas supply from these fields 
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because of the problem of marketing the sulphur. 


There is a wide difference of opinion as to the marketable 


reserves in many of 


4. } 


of wells drilled to date. 


une New 


fields based upon a limited number 


A number of abbreviations have been used in the following 


table. 


the Royal Commission on Energy; 


'Staff' means the Board's staff estimate as given before 


'w.C.' means Westcoast Transmission 


Company Limited; 'A.S.' means Alberta and Southern Gas Company 


Limited; 


'City' means City of Calgary; 


'BCF' means billions of 


cubic feet measured at 14.4 psia and 60°F, 


MARKETABLE RESERVE ESTIMATES COMPARED 
SL a A LS ET 


Board's Staff Westcoast Re. E, Davis City 
BCF BCF BCF BCF 
Crossfield 150. CO. mteart- @26.0 Asd. 8 Daegiine Wer 150.0 City 
Exh.26 itera gy li Exh .38 
Calgary- 
Devonian S22s0 Moats . 993.0 fens DOO. News HO5.0 CL Uy: 
Exh.26 Hee 3 W.C. Ex. 38 
Sarcee Te Ce tl ts. ae) dee DO ha, baer uy. 
Exh .26 Exh.13 W.C. Ex.38 
Okotoks COAL hn aoe W ees. f00ee Aede waa. OLty 
ised PS WoC. Exh.38 
South- 
Westerose IOs take 202 ie oO Aeee 000.0 Aawe 1000.0 City 
Exh.26 hd ap 
1760.0 2636.1 2593.8 1840.0 
Hilkton gas 
Sundre, westward 
Ho, Olds, 
Harmattan and 
Calgary T0220 Start 1660.) 4.9. not given 1150,0 City 


2862 .0 


Exh , 26 
4296 42 


zxh.38 
2990.0 


TSI RASS ASI ed VSS MASA BASS TEN ERE LGD ID SA MT AM LR DES al CSAS IE ASR ALT LELAND GDS ERT 


os Ti -! | 

4d a ‘ ) . ny 

wate sei ott teat yw maldorg ei Yo — 

eivetesiag sad eh 28 rotaigo “te er abiw « at eel | Re 


: 


cee 


vadinne hed wart “3 SY aeait Rtee abst ek ane: at csi a 
FE lee We le Alera, me om cA ween) ee ere pe te ay 
= § 


wee 3s 4s = > 
5 ee He ere 


‘ge artey Gee Aa ies tee 


aiclel savin es Wambied Ware = 


Paik, ae _ a ge se o ee we: 
me tees, ena Y Sees bae-5 
BA een ag een ee Sere tes 
Toei at *ShESKt 
Yl oa 7 5 


es 


<> ecnnte 


sha . 7 _ ai ieee, = 
=» @ 5 av 
Se te gee sere OR epee ae ne SP rey 03 
Page SECM oD Caan a gare Seca Me As 
Priest Deas ee ae ; 
ive: oe nil enue Ta ia 
fy ; Loe r. 


made eae cs ge a, RU a > ale = " 
‘gtat 3h th bol ae Jeet 


Be 


ae “tie 
7 ey 

te RES eg eer ie ge ea 5H De 

bi aha et SG wipes Te Fapl Row 

a tee — 


ee) SSO TERE 


Ss om oe : - 
— ‘ _— in Pa a ae eee 
se" “s “> ee? ean ~ be 
‘. cu 4 wo oe ‘Vie a Aas seep, > 
al om fobs ren aac sae oa eatieee See 
a aging = oie ns gor, - e a 


ee 


’ ¥ : 
' BP oS at Oe Le Se ree, 
og Tw! He, pe mink ics eA aa paces rm wae Are ipa ea : 
° vr, ¥ ware area “8 eee 
wee due a 


a ee 


The weight of evidence indicates that the lower estimates 
are the logical ones to accept until more wells are drilled in 
each new field and until there is a record of the pressure drop 
from actual production in each field, 

Consumers of gas in Southern Alberta have to depend upon 
the proven reserves for their future supply of fuel. It is con- 
tended that gas reserves, intended for use by Canadian Western 
consumers, should not be included directly or indirectly in any 


plan to export gas to the United States. 


DELIVERABILITY 

The deliverability of gas for consumers of Southern Alberta 
depends upon the amount and kind of gas reserves in each reserveir, 
the number of wells actually drilled on each structure, the 
absolute open flow of the average well on each separate structure, 
the rate of decline in pounds per unit of gas produced on each 
structure, the treating plant facilities available, the size of 
transmission lines, load factor, and finally the purpose of the 
gas field. Bow Island, Foremost, and perhaps Carbon may be in time 
entirely used as storage fields to be produced during the coldest 
days of the year. At the present date the approximate cost of 
storing gas, that is pumping it into storage and reproducing it, 
costs around 11 cents per MCF, Cost therefore is a limiting factor 
in the use of storage fields for peak load purposes. The ll cents 
cost does not include any allowance for purchase ¢f the gas, or 


for purchase of the storage area. 
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Turner Valley for a limited peried of under three years 
has the reserves and the facilities to deliver 95 million cubic 
feet a day. Jumping Pound can produce and deliver 90 million 
cubic feet a day, also for a limited period of under ten years. 

Bow Island and Foremost used as storage fields can continue to 
produce a peak load of 55 million cubic feet a day. Carbon has 
not yet been fully developed, and recent data is not encouraging, 
but Carbon may be able to produce from 100 to 120 million cubic 
feet a day, when used as storage area. It will be most expensive 
peak load gas, because of the need to maintain such a large 
cushion of gas in the reservoir. 

The total deliverability from presently connected reserves, in- 
cluding Carbon, is therefore 360 million cubic feet per day for the 
next four or five years. 

The Sarcee field gas reserve is small, too small to warrant a 
separate treating plant fer removal of acid gases when the Madison 
Natural Gas Co, Ltd. treating plant has both the facilities and 
capacity available to handle the by-products in this gas. The 
Sarcee gas reserve would maintain the peak load capacity of the 
Madison plant at Turner Valley for approximately five additional 
years. This is a case where existing treating facilities and capac- 
ity are the governing factors in deliverability. 

By the year 1964 a large and new source of supply of marketable 
gas for Southern Alberta will be required to provide both deliver- 


ability and base load. 
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The consumers of gas in Calgary and Southern Alberta reject 
the plan of depending upon any contract combined with export of 
gas to the United States as a prime source of supply of base load, 
or peak load gas. The basis of the objection is the excessive 
cost of the gas, secondly the consumers of Alberta are entitled to 
independent sources of supply in no way connected with the opera- 
tions of export pipe lines. 

The consumers of gas in Southern Alberta desire to rely upon 
the Gas Resources Preservation Act, as it may be amended by the 
Legislature of the Province of Alberta from time to time, rather 
than upon any contract with a company owned and controlled in a 
foreign country. 

The City of Calgary has therefore requested that low acid con- 
tent gas fields, such as Sarcee and the Elkton in the Sundre - 
Westward Ho - Harmattan - Olds - Crossfield - Calgary fields be 
reserved for the consumers of Southern Alberta. 

A new treating plant would be required in the year 1964. This 
plant would have to be expanded from time to time, as the associated 
gas from the oil fields in the area becomes available. 

There is no actual evidence to indicate that sulphur can be 
sold from the Wimbourne, Calgary and Okotoks fields. It may be sold, 
or some of it may be sold. Consumers of gas cannot assume that it 
will be sold, and for this reason cannot depend upon these fields 
for deliverability of either base load, or peak load gas. Consumers 


of gas should not subsidize the production of sulphur. 
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Some additional source of supply must be allocated to make 
a supply of gas certain for consumers in Southern Alberta. Such 
a source of supply must be flexible enough to provide gas ata 
load factor much lower than the 80% load factor required from 
sulphur producing fields by 1964. 

The only adequate large supply available at this date is 
South Westerose. It is quite possible that this field will be 
required in part by Trans-Canada but it is also necessary to con- 
sider that Calgary may need a part of the gas in this field should 
the associated gas at Crossfield be delayed for many years after 
1964. 

The evidence is that assuming a modest increase in the price 
of gas during the period from this date to 1963, the requirements 
of the Canadian Western system would be around 2300 BCF for a thirty 
year period, The annual consumption in 1987 would amount to 116.5 
BCF, and the peak load would amount to 725 MMCF a day. Of this 
peak load present reserves and storage fields plus contemplated 
storage fields would take care of 250 MMCF a day. These fields 
include Turner Valley, Sarcee, Jumping Pound, Carbon, Bow Island 
and Foremost. 

Another 175 million cubic feet a day might be provided from the 
Elkton in Sundre -— Harmattan - Olds - Crossfield and Calgary, which 
would leave some 300 MMCF a day, which must be provided from another 
source, or sources. South Westerose might supply 100 MMCF a day. 


It might also be well to note that part of this 300 MMCF per day will 
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be needed by the year 1970 to the extent of 50 MMCF a day. 

Assuming that there is a valid relationship between reserves 
and deliverability, and taking South Westerose as an example, 

1000 BCF of reserves might provide a steady deliverability over a 
period of years of 100 *iMCF per day. Then 300 MMCF of delivera- 
bility would require 3000 BCF of reserves commencing in part with 
the year 1970. The 3000 BCF would be in addition to all presently 
connected reserves, such as Turner Valley and Jumping Pound, plus 
all the reserves from the Elkton formation in the Sundre - Westward 
Ho —- Harmattan - Olds - Crossfield + Calgary area. 

In any deliverability table it is absolutely necessary to spread 
the deliverability from any field over a sufficient number of years 
to amortize the investment in treating plants, gathering lines, wells, 
and provide a steady market for by-products such as the light frac- 
tions propane and the butanes, sulphur, and possibly even crude oil. 
This can only be done by a combination of annual withdrawal in billions 
of cubic feet, and a peak load deliverability based upon the price 
consumers, especially industrial consumers, are willing to pay. 

The price of gas can be raised to the point where industrial 
consumers will seek and use alternate fuels. There would be little 
point in forcing Alberta industrial consumers to use other fuels in 
order to export gas to the United States. In other words, the 
domestic and commercial consumers of gas in Southern Alberta would 
pay a high price for gas, and industrial consumers would be forced 


to use other fuels in order to export gas to San Francisco, 
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Price of Gas to Consumers in Southern Alberta 

Under the contract between Alberta and Southern and Canadian 
Western Natural Gas, and North Western Utilities, given in Exhibit 
3, Alberta and Southern hearing, gas from fields which are now, and 
have been, for many years supplying the consumers of Southern 
Alberta may be sold by Canadian Western to Alberta and Southern for 
export to San Francisco, Such a sale or sales of gas would be from 
rapidly diminishing reserves which are close to Calgary, and ata 
price much below that which Alberta and Southern has negotiated 
during the past few months, as shown in Volume III of the Alberta 
and Southern submission. 

The 10 3/4¢ per standard thousand cubic feet at the "gate" or 
downstream side of the scrubbing plants was arranged either by con- 
tract, or by order of the Natural Gas Utilities Board years ago. 
All consumers on the Canadian Western system supplied from these 
sources have an interest in the 10 3/4¢ price. 

The investment in wells, transmission lines, gathering lines, 
and treating plants was made years ago. Any benefit from the invest- 
ment should be shared by producers and consumers in Alberta and not 
by the consumers in California. 

With regard to the prices for gas agreed to be paid by Alberta 
and Southern it is to be noted that no producer had gone into the 
box to show that these prices were required due to losses which 
would be sustained at present prices or that further exploratory work 


would not continue without such prices, nor have these producers 
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demonstrated that the profits received from the oil produced from 
the wells already drilled are sufficient to provide profitable 
exploratory operations. 


Reservation of Fields 


Some considerable point was sought to be made on cross- 
examination relative to the position of the consumers receiving gas 
from Canadian Western that certain fields (which have been supplying 
this utility with gas for years and other sources in the close 
neighbourhood) should be kept available for this utility. It was 
suggested that this would be most unfair to certain producers as 
they would be asked to keep their gas in the ground for long periods 
of time, but Mr. Davies pointed out that while these fields were to 
be reserved for the sole use of this utility it was expected the gas 
would be used in orderly sequence of production as quickly as avail- 
able, On the other hand, it is to be observed that many of the fields 
under contract to Alberta and Southern will not have their gas taken 
for any purpose for ten or fifteen years. 

Between Alberta and Southern and Westceast all of the foothills 
fields now discovered, or which may be discovered, are now under firm 
contract or eption to one or other of these companies and additional 
supplies for Canada can only be obtained by co-operating with 
Alberta and Southern. 


The Agreement between Alberta and Southern and 
the two Utilities 


The agreement of August 9th detween Alberta and Southern and 


Canadian Western Natural Gas Company Limited is a most undesirable 
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arrangement from the standpoint of the Alberta consumers for the 
following reasons:- 

(a) Gas must be taken at a 70% load factor by the Utilities 
or a heavy penalty is payable; 

(b) The utilities are to pay appropriate transmission charges 
without any definition thereof, 

(c) The supplies of gas for industrial consumers have been 
specifically limited under 1(b) and Schedule A. This 
requirement is in direct conflict with the provisions of 
The Gas Resources Preservation Act. It limits the future 
industrial growth of Southern Alberta. 

(d) eae Se eae Pes Oe on a No rational explana- 
tion was given for this increased charge. Its existence 
ends all pretentions that Alberta and Southern is supply- 
ing gas at cost. 

(e) The Utilities may supply gas at their discretion to 
Alberta and Southern at the weighted average field price 
of the Utilities. Since the Utilities are paying less for 
their gas than Alberta and Southern this would provide a 
means for the supplying of cheap gas to Alberta and 
Southern from gas reserves which should be available for 
the Utilities. 

(f) It is submitted that a contract of this nature would not 


have been made had both parties been dealing at arm's 


length. 
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(g) The terms of arrangement between an export company and 
a utility in Alberta should be settled by the Conserva- 
tion Board and not by private treaty between the export 


company and the utility. 


Alberta & Southern Gas Company Limited 


Alberta and Southern which is a subsidiary of Pacific Gas & 


Electric has entered into all of the contracts to purchase gas and 
the contract with the two Utility Companies. It has, however, no 
assets whatsoever, save the amount which has been given to it by 
Pacific vas & Electric for pre-incorporation expenses. It will also 
be the Company which will deal with the Alberta Trunk Line Company. 
The position taken by Pacific Gas & Hlectric on the hearing is 
that it would not guarantee performance by Alberta and Southern 
because it did not wish to become involved in the Canadian end of 
this project, Should it be determined for any reason to disccntinue 
the taking of gas from Alberta - a situation which might arise if 
large new fields were discovered in the United States or Mexico - 
there are no assets of Alberta and Southern which would be available 
to enforce any contracts it has entered into. Moreover, as it is 
intended to operate as a non-profit organization, it will not even 


pay income tax to the Dominion Government. 


Recapitulation and Summary 
It is submitted that: 


1. Alberta and Southern has contracted reserves of gas for export 
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to the United States which are needed by the consumers of gas in 
Calgary. 

2. Alberta and Southern has paid too high a price for this gas, 
as contracts are not based upon the cost of production. 

a, Alberta and Southern has contracted for reserves without any 
provision being made for orderly disposal of the light fractions 
ethane, propane, butane and sulphur by-products. 

4. All the reserves near Calgary such as Sarcee, Crossfield, Olds, 
and South Westerose, contracted by Alberta and Southern are the 
natural reserves for Calgary by reason of their location, type of 
gas, i.e, low acid content gas, and relative freedom from a long 
period of delay as associated with crude oil production. 

5. The cost of gas for export to the United States should not be 
permitted to change the price paid by Alberta consumers under any 
contracts or arrangements now in existence, nor should it be re- 
flected in the cost of gas to consumers in Alberta in the future. 
The price paid for gas by Alberta consumers should be on exactly 
the same basis as if no export had been permitted. 

6. Alberta and Southern has applied for a permit to remove 4.200 
billion cubic feet from the Province of Alberta to foreign markets 
over the twenty-five years beginning late in 1960. In order to 
justify such export from present proven Alberta reserves this 
Company has used reserves at present dedicated to consumers of gas 
in Alberta plus reserves adjacent to the Calgary market. These 


reserves such as Olds, Crossfield, and Sarcee are of a type suit- 
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able for marketing in Alberta with its low load factor market, 
Without the reserves, such as Pembina, Lebstick, South Weste- 
rose, Olds, Crossfield and Sarcee the Alberta and Southern does not 
have under contract sufficient proven reserves to deliver 450 
million cubic feet a day, and produce 164 billion cubic feet a year 
for twenty-five years, commencing in 1960. 
fe The agreement between Alberta and Southern and the local 
Utilities does not protect the local Utilities nor the consumers of 
Alberta, 
ai It is therefore contended that Alberta and Southern should not 
be granted a permit to export gas from Alberta to the United States. 
pe Westcoast does not have sufficient proven reserves under con- 
tract in the Savanna Creek, Calgary Devonian and Wimbourne fields 
in order to fulfil the requirement of the export permit applied for 
of 1300 billion cubic feet over the next twenty-five years. 
10, Itis further stated that sufficient proof has not been pro- 
duced to show that sulphur can be marketed at a price of $16.00 a 
ton, which is given as the cost of production of sulphur. In the 
event that sulphur cannot be marketed the gas from the three fields 
mentioned cannot be produced commercially. Westcoast should not be 
granted a permit to export gas to the United States from Savanna 
Creek, Calgary and Wimbourne gas fields. 
11. There are not more reserves than sufficient to satisfy the 
Canadian market including Alberta, and therefore, Trans-Canada's 
application, insofar as it relates to export to the United States, 


should be refused, 
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In the original material filed on behalf of the City of 
Calgary it was indicated that this City does not object to the 
export of gas as such. It will be seen from the above that it does 
not object to export of gas to the rest of Canada. So far as export 
of gas to the United States is concerned, if subsequent discoveries 
over and above the present trends of growth make additional sub- 
stantial quantities of gas available, export of gas to the United 
States may at such time become practicable but the same is not 
warranted at the present time. 

Wherever in this Summary reference is made to the City of Calgary 
it is intended to include all of the localities served by the Canadian 
Western system. 


All of which is respectfully submitted, 


DATED at Calgary, Alberta, this 10th day of April, 1958. 


S. J, HeLMAN 


of Counsel for the City cf Calgary. 
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